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Summary

Last week, ministers of the European Community and 41 African, Caribbean,
and South Pacific states met in Brussels to resume the search for @ new and more
comprehensive form of association between the EC and less developed nations.
These negotiations are necessary because of the expiration in January 1974 of the
Yaounde and Arusha agreements that established the existing trade and aid ties—i.e.,
association—between the EC and 22 former European colonies located in Africa.
The agreement last year, under which the UK, Ireland, and Denmark gained
membership in the community, included, at London’s insistence, a proviso that the
EC offer association 1o the less developed of Britain's Commonwealth partners. In
the present talks, the EC is aiming at a single agreement that would link a number of
less developed states with the EC, but it may settle for separate agreements with
blocs of these countries—perhaps within some over-all framework—or even, as a last
resort, simple trade agreements between the comrunity and individual staies.

The talks will be watched closely by the rest of the world, for they could
produce new working arrangements between have and have-not naiions. Failure
could increase rivalries among the English- and French-speaking African states and
raise further doubts about the willingness of the Europeans to lower trade barriers
with the Third World. It now appears that the EC is prepared to grant more generous
trade treatment to the less developed nations, a willingress that hetokens as much as
it does anything the competition among the industrialized nations for the markets
and : 3sources of the developing world. The developed states outsiciv of the EC may

thus find themselves under increasing pressure to revitalize their

with the less developed nations.

Background

The concept of association of less developed
states with the European Community dates back
to the community's establishment in 1958, when
France insisted that the Treaty of Rome contain
provisions creating a special status for the over-
seas possessions of member states and for coun-
tries with which EC members had unique ties.
These associated states were to be eligible for
preferential trading teims and aiso for financial
and technical aid administered through a special
overseas development fund. in 1964 the various
special arrangements were brought together in a
single agreement, the Yaounde convention. It
covered the French colonies in Africa and the
former Belgian Congo and was renegotiated in
1969 for an additional five years. Earlier this year

Special Report

‘e relationships

Mauritius agreed to join the Yaounde pact, bring-
ing the total number of states so associated to 19.

Also in 1969 an association agreement was
signed at Arusha, Keriya, between the community
and the three states of the East African Com-
munity--Kenya, Tanzania, and Uganda. The
Arusha agreement, which like the Yaounde con-
vention expires in January of 1974, provides
reciprocal trade and tariff preferences more lim-
ited in scope than those of the Yaounde conven-
tion. The Arusha agreement contains no provision
for financial or technical aid.

The most controversial feature of the
Yaounde and Arusha agreements is the require-
ment that the less developed signatories grant
tariff reductions for European commodities they
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import in rewurn for the tariff preferences their
products receive in the community market. These
so-called ‘‘reverse preferences,” although de-
fended by some of the associates as a cign of the
“equality” of their relationship with Europe, are
vigorously opposed by many less developed coun-
tries as no ravre than old colonial trading arrange-
ments under a new label. They are also objected
to by many developed countries, including the
US, because the community's -~rrangements do
not fulfill conditions laid down in General Agree-
ment on Tariffs and Tradzo rules for free trade
areas.

The addition of 16 of the less developed
Commonwealth states, including Caribbean and
South Pacific nations, arose when London in-
sisted on the EC's offering to these states associa-
tion terms no less favorable than those granted to
the signatories of the second Yaounde agreement.
This requirement, along with the expiration of
both the Yaounde and Arusha agreem=nts, placed
the community under an obligation t~ negotiate
with 38 less developed countries. The total was
enlarged to 41 when the community decided to
invite the Sudan, Ethiopia, and Liberia, and they
accepted.

The 41 are accordingly exceedingly hetern-
geneous, both in their historical experience with
Western Europe and in their attitudes toward the
kind of European ties they would find appro-
priate in the future. The two Yaounde conven-
tions clearly helped Pfaris to perpetuate French
political, economic, and cultural influence in its
former Airican colonies. In contrast, the Com-
monwealth's system of ties between London and
the less developed members was always much
looser, and British influence in the governments
and economies of these states has sharply de-
clined. Their more independent role extends to
the developed world in general and has already
been reflected in more assertiveness on their part
in the preliminary discussions about EC associa-
tion.

Since the revision in 1969 of the first

Yaounde agreement, French influence in Africa
has also waned. In addition, Paris’ clients are in a
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minrority among the 41 states now involved.
France also finds itself in an enlarged EC in which
London serves as a rallying point for states op-
posed to certain French policies. Paris will, of
couise, try to maintain as much of its role as
possible in suh-Saharan Africa, and the com-
munity will face the problem of getting French
agreement on necessary compromises with the
developing countries.

Thus, although the EC Nine possess far
greater econcoiaic bargaining power than do the
less developed states, they confront a larger and
economica:, somewhat stronger group than the
community negotiators dealt with Juring the
Yaounde talks. Moreover, this time the European
states find themselves as much if not more
divided over their own ncgotiating position than
are their former clients. This latter consideration
may prove decisive in determining the course of
the negotiations.

The North African Equation

The negotiations with the less developed
states of sub-Saharan Africa have becn 1urther
coinplicated by talks the EC has initiated with the
Maghreb states of Tunisia, Algeria, and Morocco
to renew their association agreements. These talks
were begun by the Nine under an EC Council
negotiating mandate called the *“global Mediter-
ranearn policy." The mandate, approved on 26
June after months of debate, is an attempt to set
general guidelines for the eventual shape of the
EC's relationship with all the states bordering the
Mediterranean, plus Portugal and Jordca. Agree-
ments reached under this umbrella would replace
the disparate network of existing agreements with
a set of separate trading arrangements aimed at a
long-term goal of a Mediterranean free trade area.
The mandate also covers tariff schedules, tech-
nical and financial assistance, and the terms under
which the EC would receive migrant workers
from the Mediterranean littoral.

There are major differences between the
EC’s negotiations with the Mediterranean coun-
tries and the talks with the 41 states of sub-
Saharan Africa, the Caribbean, and the South
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23 Botswana

24 Gambia . i .
25 Ghens 8nuntnes(nttl){fsehrg‘ynfssuclatmn

26 Lesotho Commonwaealth Caribkean  Commonwealth Pacific
27 Malawi

28 Nigeria (32)Barbados (36) Fiji

29 Sierra Laone {33) Guyana {37} Tonga

30 Swaziland {34) Jamaica (38) Westarn Samoa

31 Zambia (35) Trinidad-Tobago

Observers At Meeting

A Morocco
B Algeria
C Tunisia
D Libye

E Egypt
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Pacific. The negotiating guidelines for the Medi-
terranean area must fit countries such as Israel
and Spain, which are economically far more ad-
vanced than the Maghreb states and differ from
them culturally and politically. Some of the Medi-
terranean states are candidates for eventual full
membership in the EC. The community, there-
fore, seeks separate association arranaements with
each of the Mediterranean countries rather than a
single package agreement as it does in its talks
with the 41 less developed countries. On the
other hand, all of these states are confronted by a
common problem in their negotiations with the
Europeans: they export primary products, es-
pecially agricultural goods, to the EC and import
chiefly manufactured products from it. As a re-
sult, they all seek preferences for their exports
and wish to delay tariff reductions on imports of
finished products from the EC.

EC officials in Brussels have indicated that
progress with the Maghreb states will hinge es-
pecially on how reciprocity on these matters
comes to be defined in the EC bargaining with the
sub-Saharan Africans. The North African states
take a deep interest in the outcome of the EC
negotiations with the 41. The Maghreb states are
influential members of the OAU and participated
in the OAU ministerial meetings in Addis Ababa
and Abidjan at which guidelines were drawn up
for the African states participating in the associa-
tion ta'ks with the community. In addition,
Egypt, Libya, and the Maghreb states were
present as observers at the pre-negotiating confer-
ence between the EC ministers and ihe 41 in
Brussels in July,

The Issues

It was at this conference that the EC and the
41 presented their opening positions and set the
stage for negotiations on three main issues: pref-
erential tariff ~rangements, financial aid, and
stabilization of the prices of commodity exports.

Comruunity representatives opened the July
sassiun by offering the Africans three options—an
arrangement similar to the existing Yaounde ||
agreement, an association with iooser economic
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ties modeled after the .Arusha convention, or in-
dividual trade agreements, The community ex-
pressed a preference for the first option, but the
Nine were unable to find common ground on the
three main issues:

—whether to require that the less developed
states grant EC goods preferential tariff treat-
ment—i.e., "'reverse’ preferences;

—the means by which to grant aid to the
associates and how much;

—whether to endorse the commission's pro-
posal for the stabilization of export revenues for
primary commodities.

Despite the 7ormal opening of negotiations last
week, the Eurcpcans are still divided on these
questions,

The less developed states, to ihe surprise of
most observers, displayed a remarkuble degree of
unity at the July meetings. They rejected any
Yaounde-type ‘angement and insisted on one
far more advantageous to themselves. All of the
representatives of the African, Caribbean, and
South Pacific states were indeed able to agree on
a set’ of common goals in the talks. These were
presented by a Nigerian, Wenike Briggs, who un-
equivocally stated that:

—the African states will not grant reverse
preferences in exchange for tariff and trade con-
cessions from the EC;

—technical and financial assistance from the
community to Africa should not be dependent on
any particular form of association agreement;

—African states should have free access to
community markets for all products, including
processed and semi-processed agricultura. pred-
ucts, whether or not they are subject to the
community's common agricultural policy;

—the Europeans should guarantee *‘stable,
equitable, and remunerative prices” for African
commodity exports.
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Wenike Briggs at July session

Briags' presentation was emphatically en-
dorsed by the Prime Minister of Fiji, speaking for
the South Pacific Commonwealth states, and by
the Foreign Minister of Guyana, for the Common-
wealth states of the Caribbean. It was notable
that none of the French-speaking states associated
with the EC under Yaounde Il publicly voiced
opposition to the stand enunciated by Briggs.
Paris' isolation was brought nome by the language
of all the major addresses: English.

Trading Preferences

EC disagreement was rnost apparent when
they were unable to agree on the portion of the
EC Commission’s plan calling for some type of
reciprocal treatment by the less developed coun-
tries in exchange for tariff preferences by the
community on products imported from asso-
ciated states. The UK was in the vanguard of
those mernbers calling for abolition of reverse
preferences; France, with some support from
Belgium, fought for their retention. London’s ac-
cession lo the community provided a leader for
other EC states long opposed to insisting on re-
verse preferences, and the Dutch and West Ger-
mans quickly ralliad to L.ondon's side. Nor were
the other community members, which have no
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vital interests in sub-Saharan Africa, inclined to
support the French, in view of the opposition to
reverse preferences by the US and developing
countries not associated with the EC.

The chances are that a strict requirement to
grant reverse preferences will not find its way into
a new agreement. The commission has proposed
that the preferences enjoyed by comimunity ex-
ports to the associates be effectively eliminated
by permitting, even encouraging, the developing
states to extend to third countries any tariff ad-
vantages offered to the EC. The commission in-
sists on retaining the principle of reciprocity,
largely becalise association is based on a free trade
area, and GATT rules permit such areas only
when both parties abolish tariffs. The commis-
sion—and the French—fear that the US and others
could attack the whole association policy if it
called for free access for only the associates' ex-
ports to the community. Moreover, the commis-
sion would like to demonstrate the "equality” of
the European and developing countries in the
association agreement. The Germans maintain
thut a one-way free trade arrangement could be
compatible with GATT rules, although it remains
unclear how this feat could be achieved. The
British and Dutch hope to work outsome type of
arrangement that would effectively eliminate re-
verse preferences but meet the legal requirements
of GATT.

The second demand of the less developed
nalions in the area of tariff preferences, that of
free access to community markets for processed
and semi-processed agricultural products regard-
less of the community’'s common agricultural
policy, faces tough going. Most of the states con-
sidering association depend upon export earnings
from one or a very few agricultural products. EC
members currently welcome most of these prod-
ucts in the raw state because they don oi compete
with their own processing industries. T he process-
ing of agricultural commodities, howvever, is a
relalively easy way to stimulate industrial growlh
in developing countries and increase foreign ex-
change earnings. The export to European markets
of processed and semi-processed agricultural prod-
ucts thus weighs heavily in plans of the 41 for
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future development. At this stage, little sympathy
for their plight is apparent in the thinking of their
European trading partners, who are still bent on
defending the interests of domestic processers.

Technical and Economic Aid

The EC Commission has proposed a substan-
tial increase in financial and technical assistance.
The current program to the Yaounde 19 runs to
$918 million, most of which consists of grants
administered through the EC’s European Develop-
ment Fund. The proposed increase is designed to
assure members of the exnanded association that
their aid grants will equal those of the Yaounde
associates. No figures have been advanced, but if
the new program equals the present one on a per
capita basis, a minimum offer would amount to
$2.754 billion for the years 1975 to 1980, even
without allowing for inflation. Aid is a major
element in the Europeans' plan for attracting all
the associates—old and new—into a single and
uniform arrangement. With the possible exception
of Nigeria, whose oii resources give it a measure
of economic independence, none of the potential
associates can afford to reject out of hand a
substantial aid offer.

The potential associates do not want EC
financial and technical essistance to be linked to a
particular form of association with the com-
munity. They are asking for an enlarged role in
administering the European Development Fund.
At present, the Yaounde group participates in
setting policy guidelines for the fund through
their membership in the Council of Association.
The distribution of development fund aid, how-
ever, is controlled exclusively by a commission
from which the 19 are excluded.

There seems to be little chance the Euro-
peans will agree to eliminate the link between
association and aid. The French are especially
imterested in using an economic aid program to
retain as much of their influence in Africa as
possible. The EC Commission also argues that
community resources are not great enough to
provide sufficient economic and financial help to
all of the developing worid and that aid recipients
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should be limited to those eligible for association,
The commission argument implies that substantial
aid, in a context of association, can be a model
for the rest of the developed nations in their
relations with the Third World. The same argu-
ment is used in an effort to counter the claims of
other major developed nations that the EC should
shoulder a greater share of the burden of aid from
the developed to the developing states. Since
Britain and the Netherlands retain ties in the Far
East and South Asia, they are less enthusiastic
about an aid program directed chiefly to Africa
and the Mediterranean littoral. In any case, it is
likely that the developing states opting for asso-
ciation will have a greater voice than heretofore in
determining how such help will be distributed
among them.

Stabilization of Commodity Revenues

The attention devoted by the negotiators
thus far to the issues of trade and aid has ob-
scured what might well be the most significant
aspect of a new association agreement—the guar-
antee of a stable income to the less developed
nations for their principal commodity exports,
Among the commission proposals given to the
council for consideration is a plan which provides
for the EC to aid in stabi!.zing the annual fereign
exchange earnings of each associated country.
This would be done by the EC's agreeing to
purchase at a fixed reference price a certain
amount of any export product included in the
agreement. If production of the item is large
enough, the EC would purchase its full quota at
the reference price. If production should fall be-
low the amount required to meet the export
quota, an EC credit would automatically be made
available to the exporting country to make up the
discrepancy. The export quotas would be set by
negotiation; the fixed reference price would be
the average world price for the commodity during
the preceding five years.

The plan would not directly answer such
complaints of the developing states as the nega-
tive effacts on their exports of soaring inflationin
the West, the development of synthetics to re-
place more expensive primary products, and the
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EC headquarters

expanding production within the EC itself of
primary products like sugar. The plan would
nevertheless go a long way toward meeting the
demand of the less developed nations for “'stable,
equitable, and remunerative prices’’ for their ex-
ports.

The commission regards the scheme as one
of the more imaginative of its proposals. The
council, however, has failed to agree on the plan
or on any other export piice support program.
The commission hoped the EC members would
consider the program separately from the costs of
technical and financial aid, but it is politically
impossible to separate proposals for 2 greatly in-
creased aid program and an export price support
plan likely to be costly. Some form of export
price support is nevertheless likely to emerge in
the end.

Outlook

The association negotiations will be long and
difficult and may grind along right down to the
deadline, January 1975. The 41 less developed
scates should emerge with terms more favorable
than those currently available to the Yaounde 19.
The 41 have reached agreement on a set of gen-
eral negotiating principles. The Nine, on the other
hand, find themselves unable to agree even on a
basic approach to the major issues. This means
that the form of eventual ‘“partnership” will be
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determined in the negotiations themselves. This
approach will make the degree of unity among
the less developed nations crucial in the early
rounds of talks.

The unity of the Africans and their partners
could prove to be illusory. Although French influ-
ence is on the wane in Africa, Paris retains strong
political and economic leverage with its former
African colonies. Since the July meeting, for
example, the leaders of Cameroon and Senegal
have criticized the opposition of the Africans to
reverse preferences as well as the role of ihe OAU
in trying to influence their position in the nego-
tiations. In general, however, French-speaking
states of Africa are proving to be less than
staunch upholders of French interests in pan-Afri-
can councils, where their influence is diluted by
the greater number and strength of the Common-
wealth and independent OAU members. Many of
the French-speaking states have grown disil-
lusioned with French support. So when they
stand up to be cuunted at the association talks,
few are likely to be willing to risk weakening the
degree of African unity that has been achieved for
the sake of supporting a form of association not
even favored by most of France’s EC partners.

If unity is not preserved among the 41,
separate negotiations could result between the
community and several sets of African countries
as well as with the Caribbean and South Pacific
states.

At present, it looks a better than even
chance that a single associatiornn agreement will
emerge from the negotiations. For the developing
stales, a single arrangement would carry with it
considerabie potential for influencing EC policy
toward them—a fact that the Africans, at least,
have grasped in working out common institutions
and rules among themselves for pursuing the
negotiations. The EC may be willing to come up
with an arrangement that is loose enough both to
avoid political division between English- and
French-speaking developing states and to mitigate
the complexities of having to deal with several
association arrangements.
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A single agreement would be likely to elim-
inate any effective system of reverse preferences
in the community. It would provide for increased
financial and technical aid, and give the associated
states more influence over its distribution. A
diluted form of commodity price stabilization
scheme probably would be included. These re-
sults, while limited, would mark a change in the
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relationships between the developed and the less
developed. The two sides would be putting
behind the old Yaounde convention with its
trappings of a colonial past. The new agreements
could make less developed nations everywhere
more assertive and thus put the trade arrange-

ments _of other develoned states to th
test.
25X1
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